The Relationship Between Air Quality and Property Price  by Azmi, Ahmad Shazrin Mohamed et al.
 Procedia - Social and Behavioral Sciences  50 ( 2012 )  839 – 854 
1877-0428 © 2012 Published by Elsevier Ltd. Selection and peer-review under responsibility of the Centre for Environment- Behaviour Studies (cE-Bs), 
Faculty of Architecture, Planning & Surveying, Universiti Teknologi MARA, Malaysia   
doi: 10.1016/j.sbspro.2012.08.086 
AcE-Bs 2012 Bangkok 
ASEAN Conference on Environment-Behaviour Studies,  
Bangkok, Thailand, 16-18 July 2012 
 
The Relationship between Air Quality and Property Price 
Ahmad Shazrin Mohamed Azmia*, Raz Faeizi Azharb & Abdul Hadi Nawawia 
aCentre of Real Estate Research, Faculty of Architecture, Planning and Surveying, Universiti Teknologi MARA, 40450 Shah Alam,  
Selangor, Malaysia 
bDepartment of Estate Management, Faculty of Architecture, Planning and Surveying, Universiti Teknologi MARA, 40450 Shah 
Alam,  Selangor, Malaysia 
 
Abstract 
This research was driven by the objective to analyze the relationship between air quality and residential property 
market value with the expectation to establish air quality as another influencing factor to the property price. This 
exploratory research was conducted in a micro environment limited to two districts in the state of Selangor and 
focused toone residential property type only. By using Air Quality Index as air quality indicator and Terrace House 
Index under Malaysia Housing Index (MHI) as proxy for property market, data were statistically analysed and the 
results have indicated some significant relationship. 
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1. Introduction 
Property value can be briefly explained as the perceived worth of a property that people agree to buy 
and willing to pay. It may involve an amount of money in the process to exchange the right of that 
property. Air quality is related to the cleanliness of the air that is safe to breathe and will not cause any 
harm to people’s health. In discussing the relationship between property value and air quality, the right 
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question is to ask whether air quality can influence property value. People generally have knowledge on 
property and also concerned about environment. Everybody wants a comfortable house and breathes 
clean air, but do they have to bear extra cost? The answer is yes. Living in urban areas cannot guarantee 
people these two things, because residential properties in urban areas are generally more expensive and 
the environment is no longer at its best due to rapid developments and encroachments of the green area. 
But when people have to face these situations, do people leave that urban area and find other places? The 
answer is not necessarily. So, because they have lived in that area and have to adapt to all consequences 
of living in the urban area. The reasons are not specific, but probably because people do not have choice 
and strongly encouraged by the factors such as neighbourhood, good accessibility, near to work place, 
amenities, utilities and others. People tend to compromise on something to get something else, which in 
this case, the quality of the environment they live in as well as their quality of life. 
Property value is a dependent variable, where it can change due to other predetermined factors such as 
location, built-up area and etc. However, environmental factor is not included as one of them because 
property price can only be sensitive to these factors if the whole population are sentient to that  (Iman & 
Hamidi, 2005). In other words, until everybody is concerned about the importance of good environment 
and put it into consideration when buying the property, environment factor cannot be included as a 
significant factor to property price.In addition, Iman and Hamidi (2005) also mentioned that the 
acceptance and consideration must be vigorous until the state of environmental conditioncan be 
recognised and capitalised in property price, so the buyer can relate a higher property price with a better 
environmental condition and vice-versa. 
The functions of property valuers or appraisers are undeniable where they are the contributors to the 
social compulsion and economics drive. Their involvement in property market helps people to be 
involved in property activities such as acquisitions, developments or investment; whilst in economic 
activities, it catalyses the property and financial markets through their valuation, expert advise, mortgage, 
refinance, etc. In normal practice, valuers do follow valuation technique standards and consider the 
predetermined factors such as location, time, land size, built-up area, finishes and etc. in deriving the 
property value. Despite of various professional challenges and difficulties, they have to always follow 
clients’ instructions, analyze information and make judgments based on logic, data availability and their 
experience (Amidu & Aluko, 2007). 
Encouraged by the motive to determine whether air quality can affect property value, this research is 
intended to investigate the relationship between the movement of residential property price and air quality 
as well as to analyse any probability of air quality to be established as another influencing factor to the 
property prices. The research utilised national data on air pollution indices and residential property price 
indices for District of Petaling and Klang, Selangor. The five years quarterly and annually indices from 
2006 to 2010 were statistically analysed by using a correlation analysis. The findings will enable the 
valuer to have some insight whether air quality has an impact on property value and can be considered as 
one of the influential factors. 
2. Background Literature 
2.1. Property Value 
According to Roulac (2007), property value is theoretically determined by its use, where people are 
paying for the right to use the property. But when further argued, especially on the right to use a space in 
a property and the value of a property interest, the theory then has linked it with supply and demand 
where supply is described as the amount of similar or/and prospective property or space available for the 
841 Ahmad Shazrin Mohamed Azmi et al. /  Procedia - Social and Behavioral Sciences  50 ( 2012 )  839 – 854 
user to consider, on the other hand, demand is reflects the users cumulative aggregate of interest for 
similar property. 
 
In the Malaysian context, market value has been defined as the estimated amount for which a property 
should exchange on the date of valuation between a willing buyer and a willing seller in an arm’s length 
transaction after proper marketing wherein the parties had each acted knowledgeably, prudently and 
without compulsion (Malaysian Valuation Standards 2006). It is quite clear that in normal condition, 
price is determined by both supply and demand, but market value must be free from any force or pressure 
from both buyers and sellers in a free market condition along with getting enough time to negotiate and 
with all information available to both parties. 
Valuation is not merely a science, but is an art, where the instinct of the valuer is important and cannot 
be ignored especially if it is exercised by an experienced valuer. In practice, property value derives from 
the valuation process after considering all the factors available in the market. Even with the existence of 
many variables and information, valuers have to subjectively assess the value by using all their skills and 
experience (Amidu & Aluko, 2007; Aluko, 2007). The objective is to make sure that the value can be 
derived at a suitable level or equivalent to the worth of the property, which most people will consider that 
the value as fair. Daly et. al. (2003) had mentioned about prediction of value; as to predict the most 
probable price for legal interest of the property. The bottom line is to derive one value for the property. It 
is undeniable that the process may involve some variations between valuations, but it has been confined 
to certain parameters of a sale price (Aluko, 2007).  
The estimation of the value can be done using several valuation technique(s) namely traditional 
valuation approach, cash flows approach, or regression/hedonics approach. However, it must be 
conducted by competence people who have proper education or knowledge in property valuation practice 
and able to capitalise recent information available in the market. Aluko (2007) again has highlighted that 
the function of a valuer is not primarily to set the property price, but to give opinion of value based on the 
interpretation and judgment of variables and market environment. This is because property market is an 
imperfect market, where properties are naturally heterogeneous and information is not as efficient as 
financial market (Amidu & Aluko, 2007) thus, making any occurrence in market not immediately 
capitalized in the price. So the valuers need to understand the market and the nature of property before 
incorporating the variables into value.   
2.2. Factors Affecting Property Value 
Property values are subjected to various factors and thus making it difficult to be derived. According to 
Aluko (2007), heterogeneity of property and the number of transaction that occurs at prices that do not 
represent market values in an imperfect property market were the main cause of why the process of 
assessing the value becomes difficult and imprecise. Furthermore, the list of factors affecting the value 
looks so extensive and can be very subjective to the property. According to Adair et. al. (1996), there 
were 69 significant attributes gathered from various literature crossing the disciplines of valuation and 
econometric. These variables can be categorized into external and internal factors before can be grouped 
into four main groups namely as property variables, distance variables, environment variables and 
financial variables. External factors include the economic conditions, population, employment, in-
migration, finance, location, transportation and neighbourhood amenity. The internal factors refer to 
internal elements for property such as size, accommodation, condition, design, layout, age, type and plot 
size. Adair et. al. (1996) further added that the conventional approach has some shortage in measuring the 
external factors, but can work very well with the internal factors because they are direct and specific 
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toward the property.  Kauko (2003) has listed down whole range factors that can be considered in 
determining the value of residential properties including the environmental factor (Figure 1). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig.1. Hierarchical structure determination of value of residential real estate. Source: Tom Kauko (2003), Residential property value 
and location externalities 
 
Roulac (2007) has suggested value trilogy, where all the common factors influencing value can be 
classified into three, known as brand, beauty and utility which every of it incorporating specific variables 
under it. He was suggesting that the ‘location, location, location’ mantra to be replaced with his value 
trilogy because of their robustness in influencing the value especially in the connection to the users’ 
objectives, priorities and experience in the twenty-first century. Brand was described as phases of greater 
and lesser appeal or distinctiveness; beauty is the sensory experience from the beauty of the property and 
its environs; and utility is the particular functions and features desired of a property. The list of the factors 
in Roulac’s Value Trilogy can be easily presented in table 1 below. 
All the below attributes are able to provide an impact to property value if people perceive them as 
important factors and always consider them when buying a house or property. People’s preferences will 
makesimilar properties become different with each other. When these factors have been capitalised into 
Building efficiency 
Closeness to nature 
Scenery 
Satisfaction with 
living 
Municipality effect Taxation 
Commercial Public 
Status Negative Externalities 
Internal 
Distances 
External 
Distances 
Municipality 
Services Social factor 
Physical Environment 
Property Value 
Locational Quality Physical attributes of the house 
Accessibility Neighbourhood 
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price, it becomes the market value. Thus, for the attributes to become influential to property value, it must 
first be accepted and always be considered when purchasing property. 
Table. 1. Value trilogy; Source: Stephen E. Roulac (2007), Brand + beauty + utility = property value 
Brand Beauty Utility 
Country 
State 
Region 
Metro 
Community 
Neighbourhood 
Street 
Building 
Architect 
Builder 
Landscape Designer 
Building Components 
Improvements – Exterior 
Improvements – Interior 
Site – Natural Features 
Site – Landscaping 
Views/Vistas 
Design 
Interior functionality 
Structural quality 
Exterior functionality 
Access 
Proximity and quality of resources 
Opportunity 
2.3. Behaviour and Preferences 
Valuation is a process of understanding the behaviour of the property. Property prices may increase or 
drop due to factors in the market, even though it is said to be stabled or having a lagging effect during the 
up and downs of the economy. For instance, properties which are regularly exposed to natural disasters 
such as flood or located in a flood prone area, have reduced by 5-20% in their value compared to similar 
properties without these detriments (Eves, 2004). In a study by Richards (1996) on the valuation of 
contaminated land, it was revealed that the lands were valued at a lower value because the process must 
incorporate direct and indirect costs (inclusive of the stigma) to restore the land for other forms of future 
usage. This is no different from another study by Iman and Hamidi (2005) which found that the 
contaminated river can affect the value of residential properties located along the river banks. All of these 
are very much related to the behaviour of the market players in perceiving the impact on value from the 
environment. Market players such as the government, policy makers, property developers, investors, 
speculator, buyers and users are playing their roles in the property market and their behaviours have given 
significant impact to the property price movements. In fact, market players’ involvement and interaction 
between supply and demand have led to behavioural real estate research which mainly focused on the 
behaviour concepts that affect the market’s search and price-setting processes (Daly et. al., 2003). With 
greater knowledge on the behaviour of real estate consumers, real estate players are able to have better 
understanding and predict the actions in real estate market  (Gibler & Nelson, 1998). 
In addition, Gibler and Nelson (1998) have mentioned about macrotheoretical and microtheoretical 
elements in behavioural research, where in short, macrotheoretical is related to demographic shift which 
involved changes in society’s values, belief and practices; meanwhile microtheoreticalis focused on 
individual human behaviour and reasons behind it. By having an understanding on both elements, 
practitioners are able to grasp better understanding on the market and to give more accurate opinion of 
value. However, not all practitioners are willing to take all the troubles to go deep into the behavioural 
research to understand the customers and the whole market, most of them are waiting for the information 
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to be made available to them or search for information at their convenience. This has invited critics from 
public because valuers are unable to understand how the variables response to value and unable to relate 
the relationship between variables in contributing to the complexities of the market besides the 
simplifying assumptions of the valuation approach and the attitude of the valuers who were not advancing 
their knowledge on the importance of qualitative variables (Adair et. al., 1996). This should not happened 
because valuers are subjected to professional obligations which come with responsibility to uphold their 
professionalism and advancement of the valuation skills. 
From the consumers’ perspective, the customer behavioural study is concerned about establishing the 
knowledge of customers’ reaction toward choices that can satisfy their needs. Despite the notion that 
customers always have choice in their hands; when supported by strong purchasing power, the choices 
become varied and greater. However, not everything can be offered and not all consumers are able to 
have everything. Consumers have to make a choice and let go of the rest, which in economics, is known 
as the opportunity cost. This means that consumers have limited resources but unlimited wants, so they 
have to prioritise their choices coupled with rational thinking. Gibler and Nelson (1998) have broadly 
discussed the consumers’ behaviour in applications to real estate. They once mentioned that property is 
considered as high involvement goods, where the process to purchase or lease would require complex 
decision-making process between available alternatives. This requires the consumers to apply decision 
rules by using compensary or noncompensary decisions. Compensary decision is a judgement-based 
decision, where it evaluates and compares the positive and negative attributes before choosing the 
property with the highest number of positive attributes. Meanwhile noncompensary adopts a cut-off style 
of decision. By setting up minimum requirements and eliminate the weak attributes, it helps consumers to 
narrow down the choices and provide further evaluations on other attributes until the right property is 
found. However consumers have to change the minimum acceptable requirement or change the decision 
rules if the process does not meet the ending. 
Based on the study by Daly et. al. (2003) on property consumers’ behaviour in three countries, the 
consumers need to identify and list down their property value attributes. The result has revealed that 
consumers have chosen ‘location’ as the primary value attributes. They tend to seek a right place to live 
or an established area as a way to sustain the house price besides to enjoy the benefits of good 
neighbourhood and close to amenities. From the same study, it has revealed that consumers do have 
knowledge on property and consider value attributes in searching for property. However, despite of the 
knowledge the consumers have on property, they are not in the perfect market where all information are 
available to them. Most consumers are having difficulties to search information on all available real estate 
options, resulting them not to buy properties that would best serve their needs (Gibler & Nelson, 1998). 
The situation is described as bounded rationality because it embodies rejection of perfect knowledge due 
to consumer’s limitations, thus encourages more rationality because it acknowledges the imperfect 
knowledge in producing the satisfaction (Bruin & Flint-Hartle, 2003). Furthermore, to satisfy themselves, 
consumers may apply adaptive behaviour by becoming more tolerance and starts to adjust with the 
discomfort (Chan et.al., 2008). 
2.4. Air Quality Status 
In Malaysia, the main sources of air pollution can be classified under four main categories namely 
mobile sources, stationary sources, open burning sources and trans-boundary pollution sources. Emission 
from power plants, industries, and motor vehicles become the most significant contributors to air 
pollution load in the country (DOE, 2010). 
The Department of Environment (DOE) monitors the country’s ambient air quality through a network 
of 51 Continuous Air Quality Monitoring (CAQM) stations throughout Malaysia whichare strategically 
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located in residential, traffic and industrial areas to detect any significant changes in the air quality which 
may be harmful to human health and the environment. The criteria of CAQM monitoring locations are 
chosen based on the results of past and current monitoring, representativeness, accessibility, availability 
of support services (power, telephone line etc.), security and effects of any specific topography. 
Also, the Department of Environment has taken some measures to ensure that air quality status in this 
country remain healthy. This includesto prepare the Ambient Air Quality Guidelines for the country as in 
Table 2, where the identified air pollutants agents such as CO, NO2, O3, SO2 and PM10 are consistently 
being monitored. 
Table 2. Malaysia Ambient Air Quality Guidelines;  Source: DOE, Malaysia Environmental Quality Report, (2010) 
Pollutant Averaging Time Malaysia Guidelines 
  Ppm (μg/m3) 
Ozone 
 
Carbon Monoxide** 
 
Nitrogen Dioxide 
 
Sulphur Dioxide 
 
Particular Matter (PM10) 
 
Total Suspended Particulate (TSP) 
 
Lead 
Note:  ** (mg/m3) 
1 Hour 
8 Hour 
1 Hour 
8 Hour 
1 Hour 
24 Hour 
1 Hour 
24 Hour 
24 Hour 
12 Month 
24 Hour 
12 Month 
3 Month 
0.1 
0.06 
30 
9 
0.17 
0.04 
0.13 
0.14 
200 
120 
35 
320 
10 
350 
105 
150 
50 
260 
90 
1.5 
 
Table 3. Air Pollutant Index (API); Source:DOE, Air Pollutant Index Management System (APIMS), (2012) 
API scale Air Quality 
0 – 50 Good 
51 – 100 Moderate 
101 – 200 Unhealthy 
201 – 300 Very unhealthy 
301 and above Hazardous 
 
In addition, the Department of Environment also create air quality indicators in the form of index 
which is known as Air Pollutant Index (API) (refer Table 3).It was developed based on scientific 
assessment to indicate in an easily understood manner, the presence of pollutants and its impact on health. 
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To ensure its reliability, the API system of Malaysia has closely followed the Pollutant Standard Index 
(PSI) developed by the United States Environmental Protection Agency (US-EPA). 
3. Methodology 
The research is considered as an exploratory research with the intention to analyse using statistical 
analysis whether there is a relationship between air quality and property value. Due to this, it was 
conducted at a micro level where it only involves one type of residential property, which is the terraced 
house in two major areas in the state of Selangor, known as District of Petaling and District of Klang. The 
study studied terraced house because it was dominating the total number of residential property in 
Selangor. 
3.1. Study Area 
Selangor was selected because it is the most developed and populated state in Malaysia where the 
population statistics from Department of Statistics Malaysia has revealed that the estimated population in 
Selangor for year 2010 was 5,411,324 which is equivalent to 19.63% out of the estimated 27.57 million 
total population of Malaysia. With the total area of 8,104 kilometer square, the densities of the state were 
674 people per kilometre square. 
The selection of study areas was based on the number of population and the existence of air quality 
data. From there, Petaling District and Klang District were selected as these two districts have met the 
criteria. From Table 4 below, Petaling has become the most populated area with more than 1.7 million 
populations, and then followed by Ulu Langat and Klang as the next most populated areas. However, air 
quality index is not available for Ulu Langat area because there is no CAQM station to collect 
information there. So, this study has to take Klang District as studied area due to the availability of the 
index. 
 
Table 4. Population by district for state of Selangor; Source: Department of Statistics, (2010) 
 
State and administrative 
district Population 
Average annual population 
growth rate 
Number of  
living quarters 
Number of 
household 
Gombak 682,996 2.40 201,902 171,718 
Klang 848,149 2.76 234,926 206,262 
Kuala Langat 222,261 1.45 59,445 50,417 
Kuala Selangor 210,406 2.67 58,050 49,419 
Petaling 1,782,375 4.09 519,698 481,954 
SabakBernam 106,158 -0.65 29,183 25,443 
Sepang 212,050 7.81 58,607 50,444 
Ulu Langat 1,141,880 2.78 326,278 292,177 
UluSelangor 205,049 3.26 81,871 48,035 
SELANGOR 5,411,324 3.17 1,569,978 1,375,869 
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Table 5. Supply of Residential Units for Selected States; Sources: Property Stock Report, (2005-20011) 
Year Selangor Kuala Lumpur Johor Penang 
2005 974,191 337,341 582,150 288,414 
2006 1,053,734 358,115 607,497 300,832 
2007 1,083,739 356,252 613,654 302,954 
2008 1,204,525 389,122 646,869 325,330 
2009 1,241,703 397,412 662,510 340,291 
2010 1,276,542 410,554 674,188 348,343 
2011 1,300,514 414,565 682,494 354,328 
 
Residential property market in Selangor is considered large, with the total of more than 1.3 million 
residential units, making it the state with highest residential units in Malaysia (refer table 5). Property 
market in Selangor has become very active and always expanding. Selangor has always become the most 
attractive spot for investors and property developers to get involved in property market due to the high 
number of population which carries a strong demand for housing. Table 6 below has presented the 
projected housing needs in Selangor until year 2020 with the interval of every 5 years and has shown 
significant growth in its numbers. 
Table 6. Housing Needs Projection in Selangor (2005-2020); Sources: Selangor State Structure Plan 2020 
District  Units of Housing 
 2005 2010 2015 2020 
Gombak 128,512 170,298 192,787 216,317 
Klang 149,557 201,140 263,839 344,457 
Kuala Langat 43,355 55,694 74,998 98,643 
Kuala Selangor 38,576 56,027 81,080 105,809 
Petaling 280,756 362,399 434,948 496,747 
SabakBernam 24,843 32,266 41,300 53,600 
Sepang 28,594 43,886 69,318 92,257 
Ulu Langat 208,897 247,728 293,375 326,448 
Ulu Selangor 36,548 55,530 68,033 79,952 
Selangor 939,638 1,224,948 1,519,678 1,814,230 
3.2. Data 
Data collected include five years of housing price index and the air pollution index that is from 2006 to 
2010. The data were as follows:- 
3.2.1. Data of Housing Price Index 
The study has used Malaysian Housing Index (MHI) to represent the terraced house price movement 
for year 2006 to 2010 in the selected areas of study. The indices were obtained from National Property 
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Information Center (NAPIC) of Valuation and Property Service Department, Malaysia. The data can be 
referred in Appendix 1. 
3.2.2. Data in Air Pollution Index (API) 
Data on air pollution were compiled from Air Pollution Index (API) prepared by Department of 
Environment which covers districts of Petaling and Klang. The readings from year 2006 to 2010 were 
taken at the Shah Alam and Port Klang CAQM Station. The data can be referred in Appendix 2. 
Both indices were compiled annually and quarterly subject to their availability, because API is 
recorded and reported daily by Department of Environment, but MHI is only reported quarterly. So the 
data need to be compiled according to its suitability to ensure that both data were matched and can be 
used for analysis. 
3.3. Analysis 
The study applied Correlation Analysis specifically through the Pearson Correlation to analyse the 
relationship between air quality factors and the market value of the residential properties. The analysis 
was conducted to study the relationship using the quarter and annual indices for both API and MHI, thus 
considering a linear correlation between the variables. Thus, the study assumed the points to be evenly 
distributed along the straight line if they are correlated. To ascertain the degree of correlation, the analysis 
usedBivariate Correlation (having two variables) in SPSS software. As the r value reported is positive and 
p< 0.01 (**) or p< 0.05 (*), it can state that the two variables are positively correlated and null hypothesis 
can be rejected. If the r value was negative this would indicate a negative correlation, and able to counter 
the hypothesis. 
4. Results and Findings 
4.1. Analysis by Quarterly Indices 
Results in Table 7 and Table 8 below have revealed that relationship between air quality and property 
price existed and air quality can provide a significant influence on the property market. In addition, the 
actual p value was 0.014 for the Petaling District and 0.002 for Klang District. 
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Table 7. Correlation for Petaling District – Quarterly  
Correlations 
  Selangor Terraced House Price 
Index by Petaling District - 
Quarterly 
Air Pollution Index (API) 
by Petaling District - 
Quarterly 
Selangor Terraced House Price 
Index by Petaling District - 
Quarterly 
Pearson 
Correlation 1 .540* 
Sig. (2-tailed)  .014 
N 20 20 
Air Pollution Index (API) by 
Petaling District - Quarterly 
Pearson 
Correlation .540* 1 
Sig. (2-tailed) .014  
N 20 20 
*. Correlation is significant at the 0.05 level (2-tailed).  
 Table 8. Correlation for Klang District – Quarterly 
Correlations 
  Selangor Terraced House Price 
Index by Klang District - 
Quarterly 
Air Pollution Index (API) by 
Klang District – Quarterly 
Selangor Terraced House Price 
Index by Klang District - Quarterly 
Pearson 
Correlation 1 .638** 
Sig. (2-tailed)  .002 
N 20 20 
Air Pollution Index (API) by Klang 
District - Quarterly 
Pearson 
Correlation .638** 1 
Sig. (2-tailed) .002  
N 20 20 
**. Correlation is significant at the 0.01 level (2-tailed).  
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The results can be described as follows: 
4.1.1. Petaling District (r = 0.54, N = 20, p< 0.05) 
These results indicate that as the Air Pollution Index by Petaling District (Quarterly)increases, the 
House Price Index by Petaling District (Quarterly) also increases; i.e. there was a positive correlation. 
4.1.2. Klang District (r = 0.638, N = 20, p< 0.01) 
These results indicate that as Air Pollution IndexIndex by Klang District (Quarterly) increases, the 
House Price Index by Klang District (Quarterly) also increases; i.e. there was a positive correlation. 
4.2. Analysis by Annual Indices 
Results in Table 9 and Table 10 have revealed that by using the annual data, air quality still has a 
significant relationship with property prices, thus indicating that air quality again can influence property 
prices. The actual p value was 0.11 for the Petaling District and 0.134 for Klang District. These indicated 
that the test statistic is significant for the Petaling and Klang District at the 1.0 level. 
Table 9. Correlation for Petaling District – Annually 
Correlations 
  Selangor Terraced House 
Price Index by Petaling 
District - Annually 
Air Pollution Index (API) 
by Petaling District - 
Annually 
Selangor Terraced House Price 
Index by Petaling District - 
Annually 
Pearson Correlation 1 .793 
Sig. (2-tailed)  .110 
N 5 5 
Air Pollution Index (API) by 
Petaling District - Annually 
Pearson Correlation .793 1 
Sig. (2-tailed) .110  
N 5 5 
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Table 10. Correlation for Klang District – Annually 
Correlations 
  Selangor Terraced House Price 
Index by Klang District - 
Annually 
Air Pollution Index (API) by 
Klang District - Annually 
Selangor Terraced House Price 
Index by Klang District - Annually 
Pearson Correlation 1 .763 
Sig. (2-tailed)  .134 
N 5 5 
Air Pollution Index (API) by Klang 
District - Annually 
Pearson Correlation .763 1 
Sig. (2-tailed) .134  
N 5 5 
 
The above results can be described as follows: 
4.2.1. Petaling District (r = 0.793, N = 5, p< 1.0) 
These results indicate that as Air Pollution Index by Petaling District (Annually) increases, the House 
Price Index by Petaling District (Annually) also increases; i.e. there was a positive correlation. 
4.2.2. Klang District (r = 0.763, N = 5, p< 1.0) 
These results indicate that as Air Pollution Index by Klang District (Annually) increases, the House 
Price Index by Klang District (Annually) also increases; i.e. there was a positive correlation. 
The study was conducted with the expectation that air quality does not have significant relationship 
with property price or would affect property price in negative ways due to notion that bad air quality can 
pull down the property price. However, the results did not support that notion. The results from the 
adopted approach in this study were theoretically not right or not meeting the expected results. It was 
apparent that air quality had statistically shown significant positive relationship with property prices. This 
indicated that market value of the residential properties was increased together with the air pollution 
level.  
There are a several possible explanations, which can relate to the results. First, air pollutant is related 
to human activities’ concentration, which normally takes place at the populated area. When certain areas 
have developed and become the centre for human activities, the pollution level will increase in parallel 
with the property price due to demand. In the scenario that air quality seems to deteriorate, people usually 
do not have many choices other than to live in their neighbourhood. Matured neighbourhood invites more 
demand thus significantly will push up the price. The situation do not justify whether air quality has a 
significant impact on people’s decision to purchase the property or not. This can only be found out if 
survey in people preference is conducted because the qualitative data will able to further explain the 
situation. Second, the way the indices were present also affect the results. The residential property indices 
were read upwards, meaning, the higher the property prices, the higher the index. Meanwhile, air quality 
indices were contradicted, where high index reading indicates high pollutant level, thus low air quality. 
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Fig. 2. Graphs for API and MHI from year 2006 – 2010 
853 Ahmad Shazrin Mohamed Azmi et al. /  Procedia - Social and Behavioral Sciences  50 ( 2012 )  839 – 854 
Realized that the results were not consistent with the theory, the study tried to compare the movements 
of both indices to seek the relationship in different perspectives. By merely compared the graphs, the 
MHI in some periods showed some negative reaction when the API was increased. The MHI graph has 
dropped at some points or become stagnant by showing little increment in the index reading. However, 
the changes cannot be taken as solely affected by the API changes because house price was also 
influenced by other significant factors as well. But, at least, this study has revealed some evidence that air 
condition do have relationship, but waiting for further research to make it established. 
5. Conclusion 
Although the indices-based results indicated that air quality can affects property price by its 
established significant relationship, it cannot be purely taken as the sole factor for the price to change, 
because as mentioned in the study, property price was influenced by many attributes and people 
preferences. This study only highlighted the relationship established through the indices, but not 
calculates the air quality weight/denominator in influencing the value. It probably must be conducted 
using the regression analysis incorporating other attributes and analyse them simultaneously. Apart from 
that, further studies on people preference should be conducted coupled with various qualitative research 
approaches to enhance the understanding and wrap-up the study. Nevertheless, the findings have fulfilled 
the research objective; i.e. to mainly study the availability of the relationship between air quality and 
property prices.  
On the consumer behavior’s perspective, people in the studied area did not seem affected with the 
changes of air pollutant level in their area. Probably, the air quality readings were consistently at good to 
moderate level and not regularly attract much attention. Air quality factor as may be perceived not so 
critical and does not strongly influence the market value of residential properties. In addition, location, 
land size, type of property, etc. are more appealing for most consumers. 
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